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owner will bear the tax until there is a still further decline in
population, when the process will repeat itself.

Although the condition just described may be considered
in some sense exceptional, it actually occurs in all communi-
ties at periodically recurring intervals. And although the
reasoning would not be applicable to the general conditions
of progressive society where new houses are being continually
built, the distinction is of sufficient importance to invalidate
the hard and fast rule of the older economists.

Another objection, which is, however, less tenable, has
recently been raised against the older doctrine. Pantaleoni
in Italy and Sidney Webb in England maintain that a
tax on the building owner tends to be shifted, not on the ten-
ant, but on the ground owner. Pantaleoni claims that this
must necessarily happen because, if the tax were to fall on
the house owners, they would build no more houses, and
would thus effect a decrease in the demand for building
lots, which would result in a depreciation of the value of the
land.1

This argument seems to rest on a misconception. It is,
indeed, true that the building owners will not bear the tax.
But what reason is there for assuming that the mere cessa-
tion of building operations, which would ensue on the impo-
sition of the tax, will cause a depreciation in the value of the
lot? The non-construction of new houses cannot, of itself,
cause the ground rents of existing houses to fall; it can only
prevent a further increase in the value of the land, or per-
haps, at most, bring about a fall in the value of vacant lots.
Until the old leases run out, the ground rents of occupied
lots are not apt to fall, even if population, and therefore
demand, diminishes. Much less will they fall if simply a
tax is imposed. Even after the old leases run out, the ground
rents will not fall unless the taxes on the houses are so
extraordinarily high that the building owners, who have the
privilege of renewal, will prefer to abandon their houses
entirely rather than to renew their leases. Only in this most

1 Pantaleoni, op. cit., pp. 221-223.